FI RSTLAND OFFSHORE EXPLARATI ON Q2
| BLA 97-65 Deci ded June 4, 1999

Appeal froma Mneral s Managenent Service deci si on whi ch denied an
appeal froma decision that termnated a suspension of production which the
M neral s Managenent Service had previously granted to working interest
owlers of two oil and gas | eases. M 95-0012- GPS,

Affirned; notion to strike deni ed; request for discovery denied;
request for oral argunment denied; request for tine toreply to Gavlee's
Response deni ed as noot .

1 Rul es of Practice: Appeals: Sanding to Appeal

In order for an individual or organization to
establish standing to appeal under 43 CF.R § 4.410,
the individual or organization nust showthat he is a
party to the case and that a | egal |y cogni zabl e
interest has been adversely affected by the decision
bei ng appeal ed. An assignee pursuant to an unapproved
assi gnnent has standi ng as a successor-in-interest to
appeal deci sions adverse to its interests.

2. QI and Gas Leases: Generally--Q1 and Gas Leases:
Suspensi ons--Quter Gontinental Shel f Lands Act:
General ly--Quter Gontinental Shel f Lands Act: QI and
Gs Leases

A termnation of suspension of an Quter Gontinental
Shelf oil and gas lease wll be affirned on appeal
where the party seeking to restore the suspension is
not the designated operator, the designated operat or
has advised MV that it does not intend to produce
the | ease, and the rationale for termnation of the
| ease neets the criteria of 30 CF. R 8§ 250.10(j).

APPEARANCES. Mchael A Littnan, Esq., Weat R dge, ol orado, for
FHrstland Ofshore Expl orati on Gonpany; Jerry E Rothrock, Esg., JimC
Langdon, Jr., Akin, GQunp, Srauss, Hauer & Feld, L.L.P., Wshington, D C
and Howard M Rubinstein, Esq., Houston, Texas, for Gavl ee & Associ at es,
Inc.; Howard Chal ker, Esq., Geoffrey Heath, Esq., and Sarah L. |nderbitzen,
Esq., Ofice of the Solicitor, US Departnent of the Interior, Vdshi ngton,
DC, for the Mneral s Managenent Servi ce.
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| BLA 97-65
(PN ON BY ADM N STRATI VE JUDEE THRRY

FHrstland O fshore Expl orati on Gonpany (H rstland or Appel | ant)
has appeal ed froma Septenber 13, 1996, Decision (1996 Decision) by the
Acting Associate Drector (AAD for Policy and Managenent | nprovenent,
M neral s Managenent Service (MVB or Respondent) denying its appeal of a
Sept entber 22, 1994, Decision (1994 Decision) issued by the Acting Regi onal
Drector, Quf of Mxico (BN Quter Gontinental Shelf (ACS Region, MG
The letter decision termnated the suspension of production (SO for
Leases OCS G 5054 and 5055, Miin Pass B ocks 253 and 254, whi ch had i ssued
on June 14, 1994. FHrstland acquired a 10-percent working interest in the
two leases on July 27, 1992, and is one of nine co-lessees affected by the
1994 Decision. I/ Frstland is the only interest hol der to appeal that
deci si on.

The factual predicate to this appeal is carefully set forth in the
1996 Decision and is quoted here, in pertinent part:

Leases (BG G 5054 and 5055, were acquired jointly by
Chevron US A Inc. (Chevron) and Shell QI Gonpany (Shel |)
in 1967. Shell drilled, and pl ugged and abandoned, six wells
on (BBGG5054 with VélI No. 6 qualifying as capabl e of
produci ng in payi ng quantities in June 1972. Chevron drill ed,
and pl ugged and abandoned, four wells on GQCS- G 5055 with Vel No.
3 qualifying as a well capable of producing in paying quantities
in Mrch 1973. Chevron installed a platformin 1975 and then
drilled, and pl ugged and abandoned, three nore wells. Both
| eases expired in 1978 wth no production. * * *

Chevron reacquired both | eases in 1982 and recertified
the qualifying wells on the | eases. The | eases were schedul ed
to expire according to their prinary terns on March 31, 1987.
Both | eases were farned out to Hughes-Denny G fshore
Expl oration (Hughes-Denny). 1 March 13, 1987, wth concurrence
from Chevron, Hughes-Denny requested an SCP for both | eases.
Hughes- Denny proposed to drill and produce three wells fromthe
existing platform Highes-Denny wanted to test the wells prior
toinstalling a pipeline since the "life of the reserves of this
prospect are questionable.” QI produced was to be barged, and
the gas was to be flared. Production was to commence in April
1988. n March 20, 1987, the MVB approved the SCP for both
| eases through April 30, 1988.

1/ The nine co-lessees in the two | eases are: HEY Lhocal ; Gonti nent al
Land and Fur ., Inc.; Denny (fshore Exploration, Inc.; Aberdeen Anerican
Pet rol eum Gonpany I nc.; Vél ker Expl oration Gonpany; Princeton Energy G oup
Il Limted Partnership;, Weatley Natural Gas, Inc.; Day Exploration, Inc.;
and the Appel l ant, Hrstland.
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Hughes- Denny request ed and recei ved SCP ext ensi ons
through August 31, 1988, due to a decision to install
facilities on the platformrather than on a jack-up rig. Huighes-
Denny requested and recei ved a 3-nonth SCP for Lease OCS G
5054 to provide tine for approval of its request to flare gas.
Production on this | ease began in Septenber 1988 and ceased in
et ober 1988. Producti on began fromLease OCS G 5055 in August
1988 and ceased in Noveniber 1988. Total tine on production was
20 days for Lease OCS G 5054 wth produced vol unes of 2.32 MBO
and 32.54 MMF. Lease OCS-G 5055 was in production for 84 days
w th produced vol unes of 42.16 MBO and 275.78 MMF. Production
fromthese two | eases has never been renewed.

n January 12, 1989, the MVB approved an SCP for both
| eases through June 30, 1989. Hiughes Eastern Petrol eum Inc.
(Hughes Eastern), previously Highes-Denny, stated in their
request that they had expected oil production rather than gas
and planned to nodi fy production facilities, install a pipeline,
and drill six additional wells (one on Lease OCS-G 5054 and five
on Lease OCS G 5055).

1 June 22, 1989, the MVB approved an SCP t hrough June 30,
1990, since the pipeline proposed for the subject |eases was
included in the Federal Regul atory Gonmission's (FERO review
process for pipelines in the Mbile Bay Acea. The MVB appr oved
addi tional suspension extensions for delays in the FERC
pi pel i ne review on June 5, 1990, January 30, 1991, July 26, 1991,
February 10, 1993, July 26, 1993, Decenber 27, 1993, and June 14,
1994.

During 1990, the | ease operator (Highes Eastern) was
nerged into Lthion QI Gonpany of Galifornia (Lhion). This
nerger resulted fromUhion's stock acquisition of Prairie
Hol di ng Gonpany, the parent corporation of Highes Eastern.
Lhocal Qorporation (Lhocal ), a Lhion subsidiary, becane the
desi gnat ed operator of the |eases.

Wien Lhocal was designated as operator, and continuing to
the present tine, it was the only co-lessee approved by the MB
to conduct drilling activities on the GQCS. The other eight (8)
co-lessees in the tw | eases are: Gontinental Land and Fur .,
Inc.; Denny dfshore Exploration, Inc.; Aberdeen Arerican
Pet rol eum Gonpany I nc.; Vél ker Expl oration Gonpany; Princeton
Energy Goup Il Limted Partnership; Weatley Natural Gas, Inc.;
Day Exploration, Inc.; and the Appel l ant, FCEC

In aletter dated Gctober 29, 1993, FCEC reguested, anong
other things, that MV not all ow Lhocal to renove the platform
w thout the consent of all the joint owners. In a tel ephone
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conversation on Novenber 10, 1993, Uhocal inforned the GMt hat
it was considering allowng the SOPto expire, but mght request
addi tional suspensions. In Decenber 1993, Uhocal did request and
was grant ed suspensi on extensi ons through June 30, 1994, since a
FERG appr oved pi pel i ne continued to be del ayed. hocal further
stated that in an effort to produce the gas and possibly devel op
the field, it was currently | ooking at options wth other
operators. In June 1994, citing the sane reasons, Uhocal
requested and was granted suspensi on ext ensi ons t hrough

Decener 31, 1994.

Anoil spill fromthe Min Pass B ock 254 H atformA (Lease
CBG G 5055) occurred on Septenber 2, 1994, and was reported to
the US past Quard. dean Qi f Associates was notified, and
all oil spill contingencies were put into operation. Subsequent
i nspection of the platformfound |iquid hydrocarbons in two
10, 000-barrel tanks. This was determned to be the source of
the spilled hydrocarbons.

O Septenber 13, 1994, representatives fromlhocal net
wth GMto discuss: a) the recent oil spill that occurred at
the Min Pass B ock 254 RatformA b) Lhocal 's progress toward
clean-up; c) the condition of the platform and d) Wocal 's
future plans for Leases (BG G 5054 and 5055. Uhocal stated that
it didnot intend to bring these | eases on production. Unhocal
al so stated that given the condition of the platform there were
insufficient reserves to nake the project economcal. Unhocal
further stated that it had requested | ease suspensi ons because
sone of the | essees still expressed an interest in devel oping the
| eases.

By letter dated Septenber 13, 1994, the MVB issued to
Lhocal a Notice of Incidents of Non-Conpliance Detected and
Actions Taken resulting fromthe oil spill and subsequent
on-site inspections of Min Pass Bock 254 PFatformA In
addition to the spill, Uhocal was cited for deteriorated
grating on the boat |anding; solid production deck rusted
through; missing steps on stairs; mssing handrails; no site
security for this unmanned platform mssing and vandal i zed
equi prent; no water or chemcal fire protection system
i noper abl e punp and drai n system and corrosion on vessel s,
valves and fittings sufficient to cause | eakage or failure to
operat e properly.

By letter dated Septenber 14, 1994, lhocal stated that
"after careful reviewof our in-house data and the recent
activities that have occurred on the bl ocks, Uhocal as operator,
has nade a decision not to participate in any further operations
on the bl ocks unless it involves the abandonnent of the wells and
platform™ Uocal requested that the MVB allowthe SOP to renain
inplace until its Decenber 31, 1994, expiration date in order
to give FGEC an opportunity to arrange for approval of a new
desi gnat ed operat or .
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In aletter to Uhocal dated Septenber 22, 1994, the GM
termnated the SCP for Leases OBG G 5054 and 5055, effective
Septentber 23, 1994, "[s]ince the circunstances which justified
the granting of these suspensions no longer exist." The letter
further explained that "[t] hese suspensions were granted based
upon the coomtnent to bringing the proven reserves on production
pendi ng access to a gas pipeline." Wocal, in bothits letter of
Septenter 14, 1994, and its statenents at the Septenber 13, 1994,
neeting wth MV, stressed that it had no intention of bringi ng
the | eases on production. Pursuant to the applicabl e statute and
regul ations, the termnation of the suspensions of production for
the subj ect | eases also resulted in the simltaneous expiration
of the |l eases by operation of |aw

(1996 Decision at 1-6.)

In denying the appeal of the 1994 Decision termnating the SCP,
the AAD found that the facts in this case required the Regional D rector
to termnate the previously approved SCP for |ack of |easehold activity;
and that the SOP termnation was justified under the regul ations. (1996
Decision at 17.)

Inits Notice of Appeal (NOY), Appellant urges that, based upon the
reservoir infornati on provided and the production/refurbishing plan it has
set forth, it has adequately net the requirenents of 30 CF. R Part 290
whi ch require a show ng of sufficient reserves and a production plan to
justify a reversal of the Termination of Suspension of Production. (NA
at 12.) Appellant urges that reversal of the termnation decisionis
warrant ed because: (1) Hiughes Eastern (HEP) and Lhocal wll no | onger be
invol ved; (2) Appellant is ready, and has al ways stood ready, to proceed
wth an active devel opnent program (3) Appellant and the ot her worki ng
interest hol ders who w sh to participate should not be penalized for the
negl i gent mai ntenance of the platformby Uhocal; (4) the Departnent and
the MVB both have an interest and a duty to see oil and gas produced; and
(5) Appel lant has denonstrated that significant produci bl e reserve
potential exists on the | ease bl ocks. (NOA at 12.)

Appel | ant argues that the AAD used "flawed | ogi ¢ and unsound
principles in reaching his conclusion.” (NRA at 12.) Hrstland further
clains that the underlying Regional Drector's 1994 Decisi on was based on
incorrect information. (NOA at 13.) Appellant explains that the incorrect
information relied upon included the fact that Uhocal was not the
desi gnated operator, as found. Uhocal was not the agent for Hrstland,
Appel  ant cl ai ns, under any agreenent. Second, the Joint (perating
Agreenent (JOY prohibited abandonnent w thout consent of a najority of
interest holders. Third, Appellant argues that Frstland as an interest
hol der had notified MB in witing on Ctober 29, 1993, that it wshed to
proceed wth a devel opnent plan. (NA at 13.)
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Appel lant further clains that the JOA as approved by M, does not
gi ve the designated operator the right to abandon. S nce the JAAis filed
wth MB, Frstland clains, MV could not rely upon verbal statenents by a
Lhocal enpl oyee as binding the participants under the JOAto an
abandonnent determination. (NOA at 13.) HEually inportant, Appel |l ant
clains, the determnation that the platformwas not nai ntai ned after
repeated warning is incorrect. Hrstland states:

MVE had inspected the platformon June 3, 1994, and al |

nai nt enance defi ci enci es had been corrected by June 12, 1994 to
MVE satisfaction. An SOP extension was granted by MVB June 14,
1994, wthout any further nention of nai ntenance defi ciencies.
How can the Acting Associate Drector ignore his own agency' s
actions |ess than 77 days prior.

(NA at 14.)

Appel lant al so assails the AAD s statenent in the 1996 Deci sion that
"other co-lessees do not support the * * * optimstic potential as to the
production potential for these | eases.” Appellant clains that this is an
assunption wthout foundation, and that "Denny and Day and FHrstland al |
believe in the production potential." (NA at 14.) Appellant states:
"The concl usion of the Acting Associate Drector is unfortunately based
upon conpounded errors, omssions of pertinent facts, and erroneously hel d
beli efs and assunptions by M6 Saff." 1d.

Inits Answer, Respondent states that MVE properly termnated the
| eases under 30 CF.R 8 250.10(j)(1995). MW clains that Hrstland
ignores the applicable regulations and MB discretionary authority to
termnat e suspensions. Respondent quotes 8§ 250.10(j)(1995), which states:

Any suspension may be termnated at any tine when the DO rector
determnes that the circunstances which justified the granting

of the suspension no | onger exist. Wien the Drector termnates
a suspension prior to the end of the period of tine for which the
suspension was originally granted, the Orector shall specify in
the notice of termnation the reason(s) for the termnation and
the effective date for the termnation of the suspension.

(Answer at 4-5.) MVB argues that the underlying 1994 Decision termnating
the | eases net these requirenents because it determined that the

ci rcunstances which justified the granting of the suspensions no | onger

exi st because they were granted based upon the coomtnent to bring the
proven reserves on production pendi ng access to a gas pipeline. (Answer
at 5.) Second, M\Vb states that the termination decision cited specific
reasons for that termnation; i.e., the platforms condition "clearly shows
alack of diligence in maintaining the facilities while anaiting a
pipeline” and "it is unlikely that sufficient reserves exist to warrant
platformrepair.” 1d. FHnally, MM clains, the 1994 Decision stated that
termnation was effective Septenber 23, 1994. Therefore, Respondent
clains, the termnation of suspension was a proper exercise of MB
discretionary authority.
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Respondent further clains that Frstland s wsh to devel op the | eases
nowis not sufficient to warrant reversal of MM termnation deci sion.
Respondent states that Frstland s presunption--that if it denonstrates
that it is coomtted to devel oping the | eases now this wll cureits
failure to denonstrate its conmtnent at the tine the termnation occurred
isincorrect. (Answer at 6.) Respondent clains that the reasons stated
for termnation did exist at the tine the 1994 Deci sion was issued, and
despite Appellant's representations that it is nowready, wlling, and
abl e to devel op the | eases, these statenents are msleading and il usory.
(Answer at 7.) For exanple, Respondent clains that to devel op the | eases,
FHrstland wll have to (1) replace Lhocal as operator because Lhocal is not
interested in devel oping the | eases, (2) receive MVB approval of the new
operator, (3) secure newworking interest owers wlling to fund
devel opnent of the | eases, (4) receive MG approval of reassignnent of the
working interests, (5) get adequate bonding in place, (6) get access to a
pipeline, (7) repair the platform and (8) prevail in ongoing Federal
Iltlgatlon over whether working interest owners in default to the
desi gnat ed operator may vote on changes in the working arrangenents.
(Answer at 7.) Respondent states that even if Hrstland can denonstrate
that it iswlling and able to devel op the | eases nowand in the future, it
was not at the tine MVB issued the 1994 Decision. 1d.

Egual |y inportant, Respondent clains, FHrstland, as a | essee, was
ultinatel y responsible for conpliance wth | ease terns and regul ati ons.
(Answer at 8.) Hrstland' s attenpts to avoid its duty to conply wth
the law by blamng Uhocal or the financial condition of other working
interest owners is msplaced, Respondent states. (Answer at 9.)
Respondent cites section 10 of Appellant's |ease, titled "Perfornance,”
which states that "[t]he Lessee shall conply wth all regul ations and
orders relating to expl oration, devel opnent, and producti on | d.
Mbreover, Respondent clains, MVB regul ations provide that "in the event of
a controversy between the | essee and the desi gnated operator, both the
| essee and the operator wll be required to protect the interests of the
lessor." Id.

Further, Respondent states, it is well established that even though
"[a] |essee nay designate an operator to act for the lessee in natters
related to | ease operations, [it] does not relieve the | essee fromultinate
responsi bility for conpliance wth the lease terns."” (Answer at 10
(enphasi s 1n Answer), quoting Jerry Chanbers Expl oration Go., 107 | BLA 161,
163 (1989).) Accordingly, Respondent clains, an "operator's negl ect does
not relieve [the | essee] fromulti nate responsibility for conpliance wth
| ease terns and regul ati ons. Id., quoting Anadarko Petrol eum Q. ,

122 1 BLA 141, 150 (1992). Therefore, Respondent argues, the AAD correctly
concluded in the 1996 Decision that even if FHrstland s operator was
negligent in naintaining the platform "[Hrstland] and other co-lessees
are still responsible for the action, or lack of action, taken by the
designated operator.” 1d., quoting from1996 Decision at 15.

Respondent urges that MVB shoul d not be forced to conti nue an SCP
on a lease wth questionabl e reserves, continuing di sputes anong the
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interest owners over whether to abandon and pl ug and who shoul d bear those
costs, and an operator which FHrstland does not have the votes to renove
who w shes to abandon, not produce, the | eases. (Answer at 11.)

Respondent al so states that Frstland's claim nade for the first
tine before the Board, that Uhocal was not the designated operator, is
irrelevant. (Answer at 11.) Respondent clains that if, as Frstland
al l eges, Whocal had controlling interest under the JOA and coul d not be
renoved by the other interest owners, then MMB correctly relied on Uhocal ' s
statenents that it intended to cease operations. 1d. Respondent states
that through corporate acquisition, HEP, the designated operator, becane
Lhocal . In fact, Respondent clains, HEP, through Uhocal, continued to
operate as designated operator after acquisition, and continued to send
correspondence on HEP | etterhead. (Answer at 13.) Respondent argues that
neither the fact that Uhocal acquired HE°, nor the fact that corporate
policy for the | eases changed after the acquisition, acted to termnate
HEP s designation as operator or nade Lhocal 's actions wth respect to the
| eases unaut hori zed "because HEP is Lhocal ." (Answer at 13.)

In the final anal ysis, Respondent states, even if the Board were to
determne that Lhocal was not the designated operator, it affords Frstland
no relief because Frstland was responsi bl e, as a | essee, for |ease
operations. |d. HEqually inportant, Respondent clains, if Wiocal was not
t he designated operator pursuant to 30 CF. R 8§ 250.8 because it had not
been designated in witing by the working interest holders, then it had no
authority to request the SOP whi ch Appel | ant argues shoul d not have been
termnated. Respondent urges that Hrstland cannot have it both ways:
claimng on the one hand that the suspension shoul d not have been
termnated, yet arguing that the interest hol der that obtained the
suspension in the first place had no authority to act. Id.

Appel lant filed a Response to the MG Answer (Response) with the
Solicitor's Gfice, US Departnent of the Interior, on August 4, 1997,
which was not filed directly wth the Board. Respondent provided a copy to
the Board as an attachnent to its pleading of April 20, 1998. The Response
Wil be considered as if tinely filed. Hrstland submts in its response
that it was not in the national interest, nor was the MVB action
termnating the suspension valid and legal, for the foll ow ng reasons:

1. Uhocal wll be replaced by a new operator, MitriXx.

2. Matrix is operating 14 platforns in the Qi f of Mxico at
the present tine.

3. Encap wll provide funding for devel opnent of |eases.

4. Reassignnment of working interest is being finalized at
this tine, by all working interest hol ders.

5. Bonding requirenents wll be net by the new operator,
Matri x.
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6. Tenneco has agreed to lay the necessary pipeline.

7. The pl atformhas been refurbi shed by LUhocal and i nspect ed
by MVB and/ or Qoast QGuard.

8. Al working Interest hol ders have agreed to the
substitution of operators.

(Response at 1.) Furthernore, Appellant clains, Hrstland s geol ogists
and engi neers have agai n reviewed | ogs and i nfornation concerning the wells
drilled and have agreed that there is a coomercially viabl e reserve of oil
and gas. Id.

h Novenber 12, 1997, Gravl ee and Associates, Inc. (Gavlee),
claimng to be the successor-in-interest to FArstland inthis matter, filed
its Response to Respondent's Answer (G avl ee Response) as well as a Request
for Hearing and Request for DO scovery. Inits Response, Gavlee asserts
that MMB Septenber 22, 1994, Qder erroneously concl udes that the
condi tions which justified the suspensions of production no |onger exist;
that MMB Septenber 22, 1994, Qder fails to set forth any other |awf ul
basis for termnating the suspensions of production for the Min Pass
Leases; that the newtheory of termnation set forth in MM Septenber 13,
1996, Decision does not constitute a lawful basis for termnating the
suspensions; and that MMB Septenber 22, 1994, Qder is arbitrary and
capri ci ous.

Respondent filed a Mtion to Strike the Response (Mtion) on
February 9, 1998, in which it argued that G avl ee does not have standi ng
as a party to file a response to MB Answer under 43 CF. R § 4.410(a),
because it has not been "adversely affected’ by a decision of M
(Mtion at 5.) Mreover, Respondent clains, Gavlee cannot intervene
under 43 CF. R 88 4.410(c) or (d) because there has been no injury to
Gavlee itself, the potential effect on Gavlee is remote and nerel y
specul ative, Gavlee rai ses no new argunents, and its intervention woul d
only serve to increase the tine and costs of this proceeding. Id.

Inits Qpposition to the Mtionto Srike (Qoposition), Gavlee clains
that "MMBis sinply wong when it asserts that Gavlee nust be either a
“party' or "adversely affected in order to file FHrstland s response to
ME Answer.” ((pposition at 2.) Gavlee clains that because Hrstland
has authorized Gavlee to prosecute its appeal, Gavlee has every right
tofile Arstland s response to MB Answer and any ot her pl eadi ng t hat
Frstland could file inthis appeal. ((pposition at 2-3.) Because of the
val uabl e property rights that Gavl ee obtained fromthe interest owners
under a June 1, 1997, Agreenent (Ex. 51 to Gavl ee Response), and because
of the loss it would suffer if the appeal is denied, Gavlee argues that
it has a legally cognizable interest that wll be seriously and adversely
affected by the outcone of this appeal and, as a result, Gavlee is
entitled to appear in this case onits own behalf as it is the real party
ininterest inthis case, even if Hrstland s appeal is granted.
(Qposition at 3.) Inthe alternative, Gavlee argues, this Board may
properly accept the response that Gavlee filed on behalf of Frstland as
an amcus brief. (Qpposition at 4.)
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Inits Reply to Qpposition (Reply), Respondent notes that, in
addition to not being a party to the case, Gavl ee obtai ned a nere
contingency interest under the June 1, 1997, Agreenent (Agreenent) in the
leases "if MM decision to termnate the Suspensi on of Production (SOP)
that resulted in the expiration of the leases is reversed.” (Reply at 1.)

In additi on, Respondent states, Gavlee has agreed to undertake | ease
obligations only if the SOP or |eases are reinstated. |d. Respondent
argues that Gavlee got, then, at best, a possibility of a property
interest if the | eases are reinstated and if MVB approves an assi gnnent of
those leases. (Reply at 3, citing Agreenent Recitals, para 4.) Respondent
clains, therefore, that Gavlee sinply does not own an interest in the
| eases and any possibility of its acquiring one cannot now occur. This is
because the Agreenent specifically provides that it expired by its own
terns on Novenber 30, 1997. (Reply at 4.) Thus, Respondent argues, the
pl ai n | anguage of the Agreenent nakes clear that Gavl ee no | onger has even
the possibility of acquiring an interest in the leases. (Reply at 4.)

More i nportantly, Respondent clains, the Agreenent al so precludes G avl ee
fromprosecuting the appeal after Novenber 30, 1997. (Reply at 6.)

Gavl ee' s Response to Respondent's Reply (Response to Reply) urges
that MMB Reply fails to establish that Frstland filed a response to MVB
Answer on July 30, 1997. onsequently, Gavlee argues, MB Reply fails
to provide any lawful basis for striking fromthe record of this case the
response to MB Answer that Gavlee filed on Novenber 12, 1997, and MVB
Reply fails to denonstrate that G avl ee does not represent Hrstland.
(Response to Reply at 1, 4.)

[1] Ve have stated that for an appellant to have standing to appeal
froma BLMdecision under 43 CF.R 8§ 4.410(a), the appellant nust be a
party to the case and have a | egal |y cogni zabl e interest that is adversely
inpacted by the decision on appeal . See B ue Mwuntai ns B odi versity
Project, 139 IBLA 258 (1997); Laser, Inc., 136 IBLA 271 (1996); Sanl ey
Energy, Inc., 122 | BLA 118, 120 (1992); SormMister Gwners, 103 | BLA 162,
177 (1988). |If either of these two requirenents is absent, an appeal nust
be dismssed. See National Wldife Federation v. BLM 129 | BLA 124
(1994); see also Mrk S Atnan, 93 I BLA 265, 266 (1986).

To be a "party to a case" a person nust have actively participated in
t he deci si onmaki ng process regarding the subject natter of the appeal. The
WI derness Society, 110 IBLA 67, 70 (1989); Wah WI derness Associ ati on,
91 IBLA 124 (1986); see al so Sharon Long, 83 IBLA 304, 307-08 (1984). The
purpose of limting standing to appeal to a party to the case is to afford
an intelligent framework for admnistrative deci si onnaki ng, based on the
assunption that BLMw || have had the benefit of such party's input in
reaching its decision. See Wah WIderness Association, supra at 128-29;
Galifornia Associ ation of Four wheel Drive dubs, 30 IBLA 383, 385 (1977).

The concerns here are both whether Gavlee is a party to the case and
whet her it has been adversely affected by the chal | enged MG action. Wiile
it isclear that Gavlee was neither a party to the case nor adversely
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affected by the MM decision at the tine it issued (since it had no
interest inthe leases at the tine), this is not dispositive of its
standing to appear as a successor-in-interest to the lessees. It is well
establ i shed in Board precedent that an assi gnee pursuant to an unapproved
assi gnnent has standing to appeal a decision adverse to its interests. Lho
Broadcasting Gorp., 120 | BLA 380, 382 (1991); Tenneco Ol ., 63 | BLA 339,
341 (1982). In . Janes \Allage, Inc., 139 IBLA 1 (1997), the Board cited
this line of precedent in rejecting a challenge to the standing of a
successor-in-interest to maintain an appeal froma BLM deci si on i ssued
inresponse to a protest filed by its predecessor-in-interest. 139 |IBLA

at 2n1 Athough the interest of Gavlee is a contingent one, Gavlee's
interest woul d neverthel ess be adversely affected if the Board were to
uphol d the MVB deci sion. A though we cannot accept Gavlee' s assertion
that FHrstland can authorize a third party (other than an attorney

aut hori zed to appear under 43 CF.R 8 1.3) to prosecute the appeal onits
behal f, Gavlee has standing to appear in its own right as successor-in-
interest to Appellant. Accordingly, the M notion to strike Gavlee's
Answer i s deni ed.

Inits submssion, Gavlee also requests the opportunity for
di scovery. MV has objected to this request. Appeal procedures before the
Board are governed generally by the regulations found at 43 CF. R Part 4,
SQubparts A B and E The jurisdiction of the Board of Land Appeal s
extends to i ssuance of final decisions of Departnental officials relating
to the use and disposition of the public |ands and their resources,
including the subnerged |ands of the @CS. 43 CF R 8§ 4.1(b)(3). These
regul ati ons make no provision for filing of discovery requests in appeal s
pendi ng before this Board. V& note, however, that when the record is
i nadequat e to sustai n the reasonabl eness of the agency action, the decision
w il be set aside and the case renanded to establish a record which w |
support the admnistrative decision. Shell Ofshore, Inc., 113 | BLA 226,
97 1.D 74 (1990). Thus, this Board has on occasion directed the
suppl enentation of the admnistrative record or case file in order to
obtai n the records necessary to resol ve the appeal in order to avoid
unnecessary del ays in resol ution of cases. In the present case, no show ng
has been nade that the requested docunents constitute rel evant records
required for resolution of this case. Therefore, the request for discovery
i s deni ed.

Gavl ee has al so requested oral argunent before the Board. Appeal s
to the Board of Land Appeal s are ordinarily decided on the basis of the
admnistrative record and the briefs of the parties on appeal . oni n
| ndependent Producers Associ ation, 133 IBLA 65, 89 (1995). Qal
argunent nmay be granted in the di scretion of the Board where it appear s
that clarification of the issues on appeal woul d be ai ded by the
opportunity to inquire further of counsel for the parties. See 43 CFER §
4.25. Inasmuch as we believe that the record provides a nore than adequat e
basi s upon which to determine the issues presented, the request for oral
argunent is denied. Mrathon Gl (., 128 IBLA 168, 173 (1994).
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Smlarly, MM has requested an opportunity to reply to Gavlee's
Response. In this case, we find that request to be unnecessary.
Respondent is on record as stating Gavlee's Response to MMB Answer rai ses
nothing newto the case before its submssion. Ve agree. For this reason,
we find no justification to permt additional subnm ssions.

[2] Ve nowturn to the substance of Frstland s appeal. As noted
above, Hrstland clains that Uhocal coul d not properly act as desi gnat ed
operator and request termnation of the suspension because HP, its
subsidiary, was the listed operator. The facts show however, that HEP,
and its parent conpany Lhocal, were one and the sane for purposes of acting
upon the lease. This is reflected in the fact that Uhocal totally owned
HEP, and used HEP stationary to communi cate with MVB al t hough t he docunent s
were signed by a Uhocal official. Equally inportant, Appellant and the
ot her working interest owners accepted Uhocal /HEP for all purposes as the
operator, including when Uhocal / HEP requested the | ast suspensi on on behal f
of working interest owners in June 1994. iy FHrstland has asserted
before this Board that Uhocal 's acquisition of HEP has precluded this
entity fromproperly acting as operator.

A termnation of suspension of an QCS oil and gas lease wll be
affirmed on appeal where the desi gnated operator has advised MG that it
does not intend to produce the lease. 1In all cases where operations are
not conducted by an excl usi ve owner, a designation of operator is required.

30 CF R 8 250.8 (1995). The designation as operator "w | be accepted
as authority for the operator, or the operator's local representative, to
act on behalf of the |essee and to fulfill the | essee' s obligations under
the Act and the regulations in this part." 1d. Thus, H&Y lhocal, as
desi gnated operator, had the authority to exercise the rights of all
parties to the agreenent, and to cease novenent toward production where
supported by a najority of other working interest owners.

Wii | e Appel | ant now provi des evi dence of changed circunst ances and new
support for renewed efforts toward production inits pleading, the facts
that existed at the tine MM nade its decision nust be considered in this

appeal .

The notice of termnation of the SOPin this case net the requirenents
of 30 CF.R 8 250.10(j). That section states:

Any suspension may be termnated at any tine when the DO rector
determnes that the circunstances which justified the granting of
t he suspension no longer exist. Wen the Drector termnates a
suspension prior to the end of the period of tine for which the
suspension was originally granted, the Orector shall specify in
the notice of termnation the reason(s) for the termnation and
the effective date for the termnation of the suspension.

After MVB di scussions wth Uhocal /HEP in Septenber 1994, as required
by the regulations, in which the operator indicated that the projected
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reserve, costs of upgrading the platform and costs of installing a
pipeline did not justify further expenditures directed toward bringing the
| eases to production, MVB determined that the SOP nust be term nated.

30 CFR 8250.10(j). Mb stated, inits Septenber 22, 1994, Deci sion,
that the circunstances justifying the suspension no | onger exi sted.
Furthernore, MVB specified reasons for the termnation, and specified a
termnation date. Inits 1994 Decision, MV determned that "the

ci rcunstances which justified the granting of the[] suspensions no | onger
exi st" because they "were granted based upon the cormtnent to bringing the
proven reserves on production pendi ng access to a gas pipeline.” The
reasons cited in the decision for the termnation included "a | ack of
diligence in maintaining the facilities while awaiting a pipeline" and

the determnation that "it is unlikely that sufficient reserves exist to
warrant platformrepair.” The termnation decision stated that the
termnation was effective Septenber 23, 1994. Ve find that the termnation
of suspension was a proper exercise of MM discretionary authority under
30 CF.R 8§ 250.10(j). See Geat Pains Petroleum Inc., 117 |BLA 130, 132
(1990); Mchael P. Gace, 50 IBLA 150, 151-52 (1980).

To the extent Appellant or Gavlee has raised other argunents in this
case that have not been specifically discussed, they have been consi dered
and rejected. See Qacier Two Medicine Alliance, 88 I BLA 133, 156 (1985).

Therefore, pursuant to the authority del egated to the Board of
Land Appeals, 43 CF.R 8 4.1, the decision appeal ed fromis affirned.
Gavlee' s notion for discovery and request for oral argunent are deni ed.
ME request to respond to Gavl ee's Response is deni ed.

Janes P. Terry
Admini strative Judge

| concur:

C Randall Gant, Jr.
Admini strative Judge
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